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where, with the selling of a few 


watches, Sears began in 1886. 


Now, after its first 75 years of 
growth, Sears services the needs 
and desires of a hemisphere. 
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SEARS OAKBROOK 

Oak Brook (suburban Chicago), Illinois—opened March 5, 1962. 

Designed for the utmost in shopping pleasure with every modern con¬ 
venience including a 24 car service station and a 6,000 car parking lot. 


TRANSFER AGENTS 

REGISTRARS 

The First National Bank of Chicago 

Continental Illinois National Bank and Trust Company of Chicago 

The Chase Manhattan Bank, New York 

Morgan Guaranty Trust Company of New York 

Bank of America National Trust and Savings Association, Los Angeles 

Security-First National Bank of I.os Angeles 

The First National Bunk of Atlanta 

Trust Company of Georgia, Atlanta 

Republic National Bank of Dallas 

First National Bank in Dallas 

Old Colony Trust Company, Boston 

The National Shawmut Bank of Boston 

STOCK EXCHANGE LISTINGS 


New York Stock Exchange 


Midwest Stock Exchange, Chicago 


Pacific Coast Stock Exchange, Los Angeles 

PRINCIPAL OFFICES: 925 South Homan Avenue, Chicago 7, Illinois 























SEARS, ROEBUCK AND CO. 
ANNUAL REPORT 1961 


CONTENTS 


ANNUAL MEETING. The annual 
meeting of the shareowners of Sears, 
Roebuck and Co. will be held in 
the Company's offices at 360 West 
3Isl Street, New )’ork. /V.)'., on 
Monday, May 1 'i, 1062, at 10:00 
o’clock a.m.. Eastern Daylight 
Saving Time. The formal notice of 
the meeting together with the proxy 
and the proxy statement is Iteing 
mailed to shareowners with this report. 


Highlights 2 

Letter to Shareowners 3 

Allstate Insurance Company 6 

Quality, Value, Service— 

Sears Meets the Challenges of Today's Market 9 

Share Ownership 14 

Financial —Contents 15 

Balance Sheet 16 

Statement of Income 18 

Statement of Retained Earnings 18 

The Financial Report for 1961 23 

Sears Roebuck Acceptance Corp. Balance Sheet 35 

Allstate Insurance Company Statements 36 

Ten Year Summary 38 

Directors 40 

Officers Inside back cover 








HIG H LIGHTS 


SEARS, ROEBUCK AND CO 


AND CONSOLIDATED SUBSIDIARIES 



1961 

I960 

1959 

SALES, INCOME, IMA IDKNDS 

Net sales 

Net income 
Dividends to shareowners 

$4,267,677,903 

220,096,876 

113,226,795 

$4,134,319,550 

192,186,010 

105,424,450 

$4,036,153,139 

198,670,983 

105,259,038 

1*EK SHAKE 




Income before taxes 

$ 6.42 

$ 5.83 

$ 6.18 

Federal and other taxes 

3.51 

3.28 

3.54 

Net income 

2.91 

2.55 

2.64 

Sears equity in undistributed net income of 




unconsolidated subsidiaries and affiliates 

.44 

.44 

.41 

Combined net income 

3.35 

2.99 

3.05 

Dividends to shareowners 

1.50 

1.40 

1.40 

Shareowners’ equity (book value ) 

20.99 

19.55 

18.38 

MISCELLANEOUS 




Capital expenditures 

$56,319,313 

$69,247,016 

$66,629,291 

New stores opened 

11 

22 

24 

SUBSIDIARIES 




NOT CONSOLIDATED 




ALLSTATE INSURANCE COMPANY (If holty-otcnetl) 




Net income 

$49,492,007 

$40,117,892 

$34,583,324 

Dividends to Sears 

22,417,880 

20,026,143 

17,010,000 

SEARS ItOEIII < k ACCEPTANCE CORIL (If holly-otcned) 




Net income 

$ 3,897,985 

$ 4,607,128 

$ 3,331,295 

LATIN AMERICAN SUBSIDIARIES 




Sears equity in net income (before translation losses ) 

$ 6,891,369 

$ 7,650,827 

$ 5,600,757 

Dividends to Sears 

4,822,113 

4,138,790 

3,319,107 


(For Ten Year Summary see pages 38 and 39.) 
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CHARLES II. KELLSTADT, Chairman of llte Board CROW DUS BAKER. President 


TO THE SHAREOWNERS 


The Past Year. The Company’s performance 
during its Diamond Jubilee Year was marked 
by record highs in sales, income, contri¬ 
bution to the Profit Sharing Pension Fund, 
and dividends to shareowners. A successful 
merchandising program, operating economies, 
and a record contribution to profits by subsid¬ 
iaries enabled the Company to achieve these 
results. 

Net sales amounted to $4,267,677,903 repre¬ 
senting an increase of 3.2% over 1960. 

Net income was $220,096,876 or $2.91 per share 
compared with $192,186,010 or $2.55 per share 
last year. 

Dividends were increased to $1.50 per share. 
10 cents per share higher than in 1960. 


Dividends represented 51.4% of net income. 
Over a period of five years the Company has 
increased its cash dividend payments per share 
by fifty percent. 

Continuing its program of expansion and im¬ 
provement, the Company spent $56,319,313 on 
new facilities. These expenditures include not 
only stores completed this year but also site 
purchases and construction costs for future 
stores. Fleven new stores were opened in 1961, 
of which eight replaced existing stores with new 
and larger buildings. In addition, two stores 
were remodeled and enlarged. These remodeled 
stores look like new stores both inside and out 
w hen the work is completed. In this way, cus¬ 
tomers are provided with attractive shopping 
facilities which equal those of new stores. Also, 
projects of this type help to improve the com- 














Humifies in which I lie stores are located. Both 
the new and remodeled facilities provide the 
latest, most efficient methods of handling and 
displaying merchandise, and afford increased 
opportunities for improved customer service. 

The Company also increased the number of 
Catalog Sales Offices by ten, and Telephone 
Sales Offices by live, reflecting the continuing 
growth potential of this important segment of 
the business. 

The volume of business done on credit during 
the year increased from 53.4% of total sales 
last year to 53.9%. Sears credit plans are 
suited to customers’ needs and continue to 
l>e well received. Collection results have been 
excellent. The substantial balance of customer 
accounts is well diversified, representing obli¬ 
gations of customers employed in a wide cross- 
section of industries and geographical locations. 

The Company’s subsidiaries contributed sig¬ 
nificantly to the successful results for 1961. 
Allstate Insurance Company continued its 
growth, setting new records both in volume of 
premiums written and in profits. Sears received 
a record dividend of $22,417,880 in fiscal 1961 
from this wholly-owned subsidiary. A special 
report on Allstate Insurance Company is pre¬ 
sented, starting on page six. 

The overall results of the Latin American sub¬ 
sidiaries continue to be satisfactory, with each 
corporation operating at a profit for the year. 
The deterioration of the Brazilian cruzeiro, 
Colombian peso, and Venezuelan bolivar had 
an adverse accounting effect in the translation 
of these profits into dollars. Dividends received 
from the unconsolidated Latin American sub¬ 
sidiaries were $4,822,113, an increase of 16.5% 
over last year. Details of these operations 
start on page 31. 

Sales of Simpsons-Sears Limited, our Canadian 
affiliate, reac hed a new high of $248,963,639 
(Canadian), an increase of 6.3% over last year. 
Becord net earnings of $6,594,825 represented 
an increase of 7.2% over 1960. Simpsons-Sears 
paid its first dividend in 1961, Sears receiving 
$985,470 (U.S.). Heretofore, it has been the 
policy of this company to retain its entire profit 
for the purpose of financing expansion. 


Allstate Enterprises, Inc., a wholly-owned sub¬ 
sidiary formed for the purpose of offering vari¬ 
ous customer services, acquired ownership of 
Commonwealth Savings and Loan Association, 
North Hollywood, Calif. It also liegan opera¬ 
tions of Allstate Motor Club and Allstate 
Tours. The initial response to these services has 
exceeded expectations. Additional services will 
be offered by Allstate Enterprises from time to 
time. 

During the year, Sears sold a portion of its 
equity in kellwood Company, a consolida¬ 
tion of 15 manufacturing companies which are 
sources of supply for soft lines. Sears present 
equity in the new company is 21.4%. 

Management, it is with profound sorrow that 
we report the death last December of Fowler 
B. McConnell, former President and Chairman 
of the Board. At the time of his death, he was 
serving as a Company Director and Chairman 
of the Board of Trustees of The Savings and 
Profit Sharing Pension Fund of Sears. Boebuck 
and Co. Employes. Mr. McConnell, a 44 year 
veteran of Sears, was President from 1916 to 
1958, and Chairman of the Board from 1958 
until his retirement from active management 
in May, 1960. He was loved by all employes 
and will be greatly missed by his colleagues. 

Lawrence L. O’Connor, general counsel in 
charge of the Legal Department, was elected 
Secretary of the Company in May, succeeding 
\rthur M. Wood who continued as ^ ice Presi¬ 
dent and Comptroller. 

The Year Ahead. We expect 1962 to lx* a 
good business year. Disposable income is pro¬ 
jected to rise moderately. This, coupled with 
the improved savings position built up during 
1961, provides a strong consumer spending po¬ 
tential. With renewed confidence in the econ¬ 
omy, consumers should increase their expendi¬ 
tures for goods and services. The Company is 
in an excellent position to take advantage of 
this opportunity for increased sales. 

The Company's capital expenditures for ex¬ 
pansion and improvement in 1962 are budgeted 
at $77,000,000. Seven complete department 
stores, five medium size stores, and two hard 
lines stores will be opened. Twenty-six stores 
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will undergo major remodeling or enlarging. In 
addition, construction has started or is sched¬ 
uled to start on .'$2 stores to l>e opened subse¬ 
quent to 1%2. 

The Company plans to build a number of low- 
cosi, medium size stores for smaller communi¬ 
ties similar to the store opened in March, 1962, 
in Brunswick, Georgia. This type of store is air- 
conditioned and sprinklered and incorporates 
a maximum sales area, permitting a broad se¬ 
lection of merchandise. It can lx* enlarged as 
customer demand dictates and is adaptable to 
the needs of many communities not presently 
served by Sears. 

llomart Development Co., a wholly-owned 
subsidiary organized in I960 to develop shop¬ 
ping centers, opened its first center in March, 
1962. This 900,000 square foot center, located 
in Fort Worth, Texas, includes a complete Sears 
department store, and the first Sears Super 
\ alue Drug Store, operated separately from the 
main store. 

The Company plans to operate Super Value 
drug stores primarily in locations where Sears 



is not otherwise represented. \ number of these 
will be opened in 1962. 

The Sears Family. During the Diamond Jubi¬ 
lee Year, the employes of Sears carried out the 
most dynamic and effective sales program ever 
undertaken by the Company. Through their 
constant effort—and with the fine support of 
our sources of supply—the Company was able 
to achieve record sales. 

To all members of the far flung Sears organiza¬ 
tion and to our thousands of sources of supply, 
we express our thanks and appreciation. Once 
again through united effort, the Company has 
demonstrated its ability to eonq)ete success¬ 
fully with all types of retail innovators. 

We are confident that adherence to the Com¬ 
pany's basic policy of offering quality goods 
and efficient service at competitive prices will 
continue to attract strong consumer accept¬ 
ance. Sears will seek aggressively to maintain 
and eidarge this acceptance through plant 
expansion and modernization and the con¬ 
stant development of improved products and 
services. 


By order of the Board of Directors. 



March 26, 1962 
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CALVIN FENTRESS , JR. 
Chairman of the Board 



JUDSON B. BRANCH 
President 


The dynamic growth of the Allstate Insurance 
Companies continued during 1961 as sales vol¬ 
ume, earnings, assets, and number of service 
locations climbed to record highs. 

Allstate, world's largest stock company insurer 
of autos and rapidly becoming a leader in home- 
owners and other insurance fields, marked its 
30th full year in business with premium writings 
of $532,524,448. This was an increase of 
$30,176,833 over the previous year. Policies in 
force grew to more than 6,000,000. 

Allstate in 1961 introduced its distinctively de¬ 
signed Good Driver Plan to an additional 25 
slates, bringing to 42 the states in which acci¬ 
dent-free policyholders earn the lowest rates in 
their driving class. Also introduced in most 
states were improvements of the Allstate driver 
class plan which fit rates even more closely to 
the individual’s car use and driving habits. 
These improvements make possible further in¬ 
surance savings for many motorists, including 
young married couples between the ages of 21 
and 25 who formerly paid a higher rale. 


Sales increased in 1961 in the companies’ newer 
lines of accident and sickness, boatowners, com¬ 
mercial fire and liability insurance, as well as 
auto, fire, and homeowners. Public interest was 
particularly strong in the homeowners "pack¬ 
age" w hich provides in one insurance contract 
protection against residential fire, personal lia¬ 
bility, and theft. Allstate’s premium rates for 
homeowners, residential and commercial fire 
and liability insurance generally are from 10 
per cent to 20 per cent below those of most 
other companies. 

Allstate’s expansion into commercial insurance 
lines continued in 1961 with the sale of multi- 
peril insurance for motel and apartment house 
owners, beauty parlor liability insurance, and 
motor truck cargo insurance in various stales. 

The importance of the companies’ diversifica¬ 
tion in multiple insurance lines during recent 
years is reflected in the 1961 sales growth of 
non-vehicle lines which increased a significant 
24.5% to nearly $66 million. 

The companies’ growth in overall lines was 
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accomplished despite intensified competition. 
Allstate forged from sixth to fourth position 
among the more than 300 fire and casualty 
insurance groups. 

To serve the insuring public belter, Allstate 
continued expansion of its sales-serviee loca¬ 
tions in 1961 by adding more than 100 new 
facilities, bringing the total to 1,560. Drive-in 
claim service, a concept developed by Allstate, 
was expanded from 259 to 313 locations. Here, 
experts appraise damages and settle many 
claims on the spot—more than 300,000 in 1961. 
Total claims of all types settled during the year 
increased to 1,927,000 from 1,805,000 in 1960. 

Each of the companies' 29 regional offices— 
linked by a 7,300 mile private wire network— 
has a Personal Service Division which expedites 
policyholders’ requests. To provide prompt 
service to customers. Allstate pioneered in the 
use of modern office systems. Six electronic 
computers were installed in 1961. bringing to 18 
the total in use in the companies. 

Underwriting operations produced a 1961 be¬ 
fore-taxes profit of §25,292,745. This was a 
margin of 4.9% on premiums earned for the 
year and is considered satisfactory in view of 
the competitive situation in premium rates. 
Net underwriting income after taxes was 
§12,272,624, or 2.4% of premiums. The number 
of automobile accidents per 100 cars insured in 
1961 compared favorably with that in 1960. 
Also, the pattern of sharply rising claim costs 
which have plagued the business for many years 
showed signs of leveling in 1961, as average 
claim costs under the principal automobile 
coverages stayed at about the 1960 level. 

In addition to serving thousands of policy¬ 
holders daily in the normal course of business, 
Allstaters performed in an outstanding way 
during several catastrophes in 1961. Hurricane 


Carla, the Los Angeles conflagration, and many 
severe hail and windstorms brought Allstate's 
Catastrophe Plan into high speed operation to 
aid policyholders under even the most difficult 
conditions. This carefully prepared plan, ready 
at all times to handle the unusually large num¬ 
ber of claims caused by such disasters, rushed 
highly qualified Allstate people from other parts 
of the country to help local offices give emer¬ 
gency claim assistance. In providing this service 
for policyholders, employes on the disaster 
teams have brought additional national pres¬ 
tige to Allstate. 

Allstate continued its safety leadership in 1961 
with national and local programs. One of the 
most comprehensive programs sponsored by 
any company enabled Allstate to serve its 
policyholders and the general public in the 
United States and Canada through traffic, fire, 
home, and boating safety activities. Better 
driver licensing, traffic laws, enforcement, and 
high school driver education were emphasized. 

Allstate's employe family increased to 16,710, 
including more than 4,000 professionally trained 
and licensed agents. The 4,981 claims people 
comprise the largest full-time, salaried claims 
staff in the business. The high quality of Allstate 
employes and their willingness to give superior 
service to policyholders and claimants account 
in large measure for the companies’ success and 
will assure achievement of future goals. 

Allstate’s investment program has been one of 
the important elements of the companies’ 
progress. The portfolio is sound, balanced, 
and produces a good net yield. 

In addition, the program is of considerable im¬ 
portance to the total economy of the United 
Stales and Canada. Through its investments 
Allstate makes significant contributions to 
many of the communities in which it operates. 


TEN YEAR GROWTH STORY ($000 Omitted) 


1961 

1960 

1959 

1958 

1957 

1956 

1955 

1954 

1953 

1952 

Premiums 
Written... 

..$532,524 

$502,348 

$438,581 

$375,647 

$313,168 

$282,685 

$251,833 

$209,228 

$173,613 

$117,347 

Total 

Assets. 

..$922,656 

$767,412 

$678,067 

$588,542 

$423,894 

$379,358 

$334,072 

$267,379 

$194,556 

$137,892 
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Allstale's investment income for 1961 from in¬ 
terest, dividends, and real estate was $24,627,410 
before taxes—up 10% from I960. Realized pre¬ 
tax capital gains from sales of investments 
totaled SI6,455,1126 compared with $5,359,205 
in 1960. 

Net income from all sources, after deducting 
Federal income taxes, reached $49,492,007 in 
1961. This amount was equal to 66<* per share 
of Sears stock compared with 53c in 1960. 
Dividends paid to Sears, Roebuck and Co. were 
$22,417,880 (equal to 30c per share of Sears 
stock) compared with $20,026,143 for 1960. 

Allstate’s total tax liabilities for 1961 were more 
than S32 million. The income taxes incurred 
were $15,500,000. while other taxes and fees 
were $16,606,614. Allstate, a stock concern, 
pays the regular corporate income tax rate of 
approximately 52 per cent on net underwriting 
income and on that part of its interest and 
dividends which is taxable. 

Assets at year end 1961 were $922,656,213, rep¬ 
resenting an increase of $155,244,296, or 20.2%. 
Two principal factors contributed to the rise in 
assets. First, sizeable new funds generated by 
the operations and growth of the companies 
were made available for investment; and, sec¬ 
ond, the market values of investments in stocks 
appreciated substantially. Bonds, stocks, and 
real estate comprised 87% of total assets. 

Among the newer Allstate operations is the 
National Kmblem Insurance Company, organ¬ 
ized as a subsidiary of Allstate to provide auto 
coverage and service to people who may have 
difficulty qualifying for protection. By offering 
higher limits of insurance and broader coverage 
than available through assigned risk plans, it 
provides an added service to the insuring public. 
National Kmblem was operating in six states 
in 1961 and plans to expand into additional 
states in 1962. 

Life Insurance. The Allstate Life Insurance 
Company established a remarkable record for 
life companies by producing a profit in its 
fourth full year of growth operation. The 1961 


net income of Allstate Life and Allstate’s 
other life subsidiary, Cross Country Life, was 
$241,778. 

Allstate life operations have grown rapidly, 
with prospects for future years extremely bright. 
Premium volume was $16,559,590, an increase 
of 22.4% over the prior year, while insurance 
in force reached $1,922,000,000. Although oper¬ 
ations of Allstate Life began in only two states 
in 1957 and did not expand into other states 
until 1958 and 1959, the insurance in force in 
1960 put Allstate Life into the top 55 among 
the 1,450 legal reserve life insurance companies. 

Insurance in force of individual policyholders 
increased 41.7% to $615,000,000, and group 
insurance in force reached $1,307,000,000. As¬ 
sets of the two companies rose to $26,197,092, 
an increase of 34.5%. 

A vigorous marketing program will mean con¬ 
tinuing expansion in the years ahead. Allstate’s 
alert agents are finding a ready market for the 
broad variety of life insurance protection they 
have available, with the new family policy 
being particularly attractive to young couples. 

The Year Ahead. During 1962, Allstate plans 
to continue its profitable growth despite con¬ 
tinuation of the competition which character¬ 
ized 1961. Marketing programs will be directed 
toward furnishing complete multiple line in¬ 
surance protection to policyholders and pros¬ 
pects. Both the personal and commercial lines 
of insurance offer opportunities for continued 
development. Several additional commercial 
coverages will be introduced in 1962, and the 
commercial lines initiated in a number of states 
in 1961 will be expanded widely. 

Underwriting income is expected to compare 
favorably with that of the past year. Invest¬ 
ment income from interest, dividends, and real 
estate will increase in 1962 as operations and 
growth of the companies again generate funds 
for investment. Barring a decline in the security 
markets, assets of the Allstate group will ex¬ 
ceed the $1 billion milestone in 1962. 
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SEARS 

ROEBUCK AND CO. 


I] 


QUALITY 

VALUE 

SERVICE 

Sears Meets the Challenges of Today's Market 


In 1962, no less than in 1886, I he year the Com¬ 
pany was founded, the retailing field continues 
to be intensely competitive. As merchants and 
manufacturers seek more effective ways of im¬ 
proving their position in the market, competi¬ 
tion takes many forms. New methods of selling 
are devised; new types of facilities are created; 
new names are given to old devices; traditional 
patterns or channels of distribution are given 
new emphasis; the entire field is one of cease¬ 
less experiment and innovation. 

The current dimensions of the competitive situ¬ 
ation in retailing can be seen in the fact that 
during the last twelve to eighteen months, new- 
retail selling space was created at an unprece¬ 
dented rate. It is estimated that more than 
41,000,000 square feet of new retail selling 
space came into existence during this period. 
In the face of this massive challenge, Sears in 
1961 attained a sales increase of 3.2% com¬ 
pared with a 1% increase for all general mer¬ 
chandise distributors. 

Sears response to the competitive challenge in 
1961, the Diamond Jubilee Year, illustrates the 
validity of the Company’s basic concept, and 
the policies and practices which serve to imple¬ 
ment it. 

Sears starts with the conviction that the Com¬ 
pany should play a comprehensive role in the 
distribution of consumer goods and services—a 
role which calls for improvement of known 
methods and creation of new modes of distribu¬ 
tion. The Company sees itself not so much as a 
catalog merchant or a retailer, but as an or¬ 
ganized system for efficient and economical dis¬ 
tribution, dedicated to serving the public with 


a broad range of goods and services, and to 
meeting any change in demand. 

This basic view is illustrated time after time in 
Sears history. For example, in the mid 1920’s, 
Sears was exclusively a mail order house. Had 
it remained so, the Company would have been 
inevitably subjected to the limitations of the 
mail order market. The opening of retail stores 
strengthened Sears as a system of distribution, 
and expressed a determination to keep up with 
the market. Surveys and market analyses in¬ 
dicating the growing use of automobiles dic¬ 
tated the location of Sears retail stores. In 
many cities, these stores were built in outlying 
locations, away from the traditional shopping 
areas. Sears stores, with adequate parking fa¬ 
cilities for the newly mobile buying public, 
established a pattern followed by the retailing 
industry. Today, Catalog Sales Offices and 
telephone ordering facilities represent an adap¬ 
tation of catalog selling techniques in response 
to customer demands for convenience in shop¬ 
ping. The organization of Allstate Insurance 
Company, now an important asset in Sears con¬ 
solidated picture, was a pioneering effort to 
improve the conventional method of distribut¬ 
ing an essential service. Sears today is explor¬ 
ing new ways of distributing other services. 
This constant search will continue. 

In Sears judgment, the most efficient system of 
distribution will not attract and retain cus¬ 
tomers unless the product distributed provides 
better quality, belter value, and better service¬ 
ability to the customer. Herein, Sears describes 
its approach to the problem of assuring the 
customer that the goods offered for sale by 
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200 scientists and technicians working with advanced equipment have merchandise veto power at Sears. 


Sears will have quality and value—with the 
service facilities to back them. 

The Company’s emphasis on quality has re¬ 
sulted in I he establishment of detailed specifica¬ 
tions for all major lines of merchandise. De¬ 
sign, materials, production standards, and pack¬ 
aging are all specified by Sears to assure uniform 
quality; and the latest control procedures in¬ 
sure that quality is being maintained. While 
value is a subjective judgment on the part of 
the customer, a retailer with a concern for 
merchandise can use objective standards in 
arriving at quality. 

For many years Sears management has recog¬ 
nized the importance of developing buyers 
who are experts in their lines. To assure 
mastery of the merchandise, the number of 
items purchased by any one buyer is limited 
so that he will have the opportunity to spe¬ 
cialize. Thus, the buyer must be an authority 
on manufacturing processes, materials, designs, 
colors, and trends in styling. In addition, 
he must be thoroughly familiar with the end 
use and performance of his merchandise, be 
it clothing or a power-operated appliance, 
household staples, or plumbing ware—in short, 
the buyer is responsible for every facet of 


the merchandise itself and everything that 
is essential to its production and marketing. 

The selection of merchandise to l>e offered to 
Sears customers is a complex task. Long before 
an item is to be presented. Sears buyers must 
decide what people want and what improve¬ 
ments can be introduced to give Sears goods an 
advantage in customer appeal. This process 
requires tests of competitive products to dis¬ 
cover their strengths and weaknesses, followed 
by similar tests and experimentation with 
products we propose to sell. 

To provide the manpower and equipment for 
such testing and development, Sears supports 
the largest commercial laboratory in this coun¬ 
try, housing 200 skilled scientists and techni¬ 
cians as well as several field facilities. The 
Company is a pioneer in the field of applying 
laboratory techniques to consumer goods. The 
technical personnel and advanced testing and 
design equipment in the laboratory are all in¬ 
dispensable parts of Sears buying and merchan¬ 
dising practices. Often, facts discovered in the 
laboratory show that Sears must develop a prod¬ 
uct, design it, make experimental models, test, 
retest, and make the necessary changes to reach 
the goal of merchandise with superior quality. 
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QUALITY. VALUE, SERVICE 



Constant review of fashions and accessories is the task of Sears Fashion Board experts. 


This process takes months and requires cooper¬ 
ation between expert buyers, experienced man¬ 
ufacturers, and our own Development and 
Testing Laboratory. Final authority rests 
with the laboratory. Buyers must secure the 
laboratory's approval before making the mer¬ 
chandise available to stores and catalog—and 
the laboratory follows up on its responsibility 
through quality control procedures at the 
manufacturing level and constant testing in its 
own facilities. 

In the fast moving field of women’s fashions. 
Sears has established objective standards that 
assure the customer of fashion-right, quality- 
right values. Sears Fashion Board, a panel of 
outstanding authorities on women’s fashions, 
reviews the merchandise to lie offered. This 
expert group makes its selections from a back¬ 
ground of constant contact with leading de¬ 
signers and on-the-spot evaluation of the pre¬ 
sentations of world-famed fashion houses. The 
Fashion Board establishes specifications, and 
quality control procedures are applied in the 
creation of Sears fashion merchandise. 

While the quality of the merchandise item is 
being established, attention is also given to the 
price level at which it will be offered. To assist 


the buyer in arriving at the price factor in the 
value equation. Sears has long maintained a 
merchandise comparison department. This 
group shops scores of major stores throughout 
the country, pricing and purchasing and testing 
competitive merchandise. With such factual 
data available, the Sears buyer knows prices 
and quality the country over—knows what 
others mean by "quality,” what Sears must do 
to equal or better it, and how he must price the 
merchandise if the customer is to receive real 
value. Sears Merchandise Comparison Depart¬ 
ment is a major activity employing a large 
staff of comparison shoppers in Chicago, New 
York, and other major cities. In addition to 
shopping Sears retail competition, this depart¬ 
ment analyzes the prices and quality offered in 
competitors’ catalogs. 

While price comparisons are important to Sears 
buyers in arriving at value in the merchan¬ 
dise. the prices at which the Company sells 
goods are determined by Sears store managers. 
Shopping reports on the values offered by 
others, analyses of competitive advertising, 
and the guide lines of Sears own policies on 
value are all taken into account by store mana¬ 
gers in arriving at the selling price of Sears 
merchandise. 
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Complete authority in pricing is only one aspect 
of the autonomy of Sears store managers, and 
only one reflection of the Company's decentral¬ 
ized form of management. The opportunity 
that decentralization provides, and the frame¬ 
work of policies, based in large part on the 
experience of store management personnel, 
have resulted in the development of a large 
group of skilled merchants whose contribution 
to the strength and effectiveness of Sears is 
immeasurable. With these thoroughly trained 
and experienced men rest the responsibility 
to study the local competitive situation and 
the authority to make and execute the de¬ 
cisions that will maintain the Company’s lead¬ 
ership in every community in which Sears 
does business. 

The ultimate test of value is not Sears judg¬ 
ment, but the customer’s response. It is the 
customer who renders the final verdict. While 
Scars takes advantage of modern techniques to 
arrive at values, every item of merchandise 
must, in the long run, pass the test of the cus¬ 


tomer’s judgment, and that judgment is ren¬ 
dered in a highly competitive market place. 

Sears concern for quality and value does not 
end with the sale of the merchandise. Many 
modern items are complex pieces of machinery. 
Many are added as built-in fixtures in the cus¬ 
tomer’s home. They require expert installation 
and periodic maintenance by skilled personnel. 
The guarantees offered on Sears merchandise 
testify to Sears recognition of the Company’s 
continuing responsibility to the customer. To 
support this responsibility, Sears has developed 
a nation-wide team of installers and service 
men. Today, Sears has 8,500 service and in¬ 
stallation men and 5,123 completely equipped 
service trucks, making 40,000 calls on an aver¬ 
age business day. 

Sears is presently stocking more than 342,000 
dill’erent replacement parts—including 39,833 
for television and allied items, 28,883 for lawn 
mowers and other hardware items, 13,122 for 
vacuum cleaners and sewing machines. 



All Sears service trucks carry stocks of the most frequently needed replacement parts. 
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QUALITY. VALUE, SERVICE . . . 



Microfilmed parts lists and viewers provide faster service on the merchandise Sears sells. 


Sears service personnel and equipment, as 
well as inventories of replacement parts, are 
now accessible to the customer in Sears Ser¬ 
vice Centers which serve every major mar¬ 
ket—and every Sears unit is equipped with 
a microfilm viewer which shows illustrations on 
a screen so the customer can easily identify 
the part he needs. 

Convenience is an important factor and is pro¬ 
vided by the merchant in response to the de¬ 
mand of customers. So far as Sears is concerned, 
the location of stores, the size of the store site, 
the interior and exterior of the store buildings, 
the arrangement of sales and service areas, the 
manner in which merchandise is displayed, 
all take into account the expectation of con¬ 
venience on the customer’s part. 

The variety of credit plans enabling reliable 
customers to pay for goods in regular install¬ 
ments is another expression of the demand for 
convenience. Sears approach to credit selling is 
conservative. It recognizes the fact that a large 
percentage of merchandise bought today is 
bought on installment plans. We offer a variety 
of such plans—keyed to the customer's situa¬ 


tion, and the type of merchandise being bought . 

Courteous selling by trained personnel is part 
and parcel of convenient, pleasant shopping. 
Constant emphasis is placed on training em¬ 
ployes to know the products and the services 
they are selling, and on the absolute necessity 
of being pleasant and considerate in all con¬ 
tacts with customers. Knowledge of product 
and courtesy to the customer are a key to 
increased sales. 

The validity of Sears concept and the policies 
that make it effective in the business, are 
constantly tested by competition. However, 
Sears has always aimed at doing something 
more than simply meeting competition. In re¬ 
tailing, as in every other form of economic; 
activity, the greatest rewards accrue to those 
who achieve a position of leadership. The 
challenge of competition has been a spur to this 
achievement, but equally important are the 
challenges Sears creates for itself. In establish¬ 
ing goals based on the potential of the organiza¬ 
tion itself lies Sears best assurance that the 
record of leadership in the past w ill be main¬ 
tained and enhanced in the future. 
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SHARE OWNERSHIP 



SHAKE OWNEKSII1I* 

(on record dale for January, IV62 divide ml) 

Shareowners 

Percent 

Shares 

Percent 

Individuals 

Men. 

49,986 

31.3 

12,868,020 

17.0 

Women . 

65,449 

41.0 

14,431,165 

19.1 

Joint tenants . 

28,489 

17.9 

3,624,053 

4.8 

Corporations and firms. 

786 

.5 

1,173,194 

1.6 

Trusts, trustees, and investment trusts . 

11,335 

7.1 

3,940,712 

5.2 

Investment companies, brokers, and nominees.... 

2,117 

1.3 

19,025,379 

25.2 

Educational, religious, and charitable organizations. 

767 

.5 

489,888 

.6 

Others . 

621 

.4 

314,588 

.4 


159,550 

100.0 

55,866,999 

73.9 

The Savings and Profit Sharing Pension Fund 
of Sears, Roebuck and Co. Employes (150,043 
members at December 31, 1961). 

1 


19,699,367 

26.1 

Total . 

159,551 

100.0 

75,566,366 

100.0 

Included above are 1,326 foreign shareowners who own 372,11b shares 
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SEARS, ROEBUCK AND CO. 

AND CONSOLIDATED SUBSIDIARIES 


BALANCE 



ASSETS 

JANUARY 31, 

1962 

JANUARY 31, 

1961 

CURRENT ASSETS 



Cash and U.S. Treasury bills. 

$ 329,550,277 

$ 191,663,682 

Certificates of deposit. 

— 

724,000,000 

Marketable securities— market value $11,337,496 ... 
Receivables ( principally customer installment 

3,369,463 

4,249,869 

accounts ) less allowance for collection expense 
and losses. 

1,561,167,453 

1,500,885,183 

Installment accounts sold (less portion of pro- 



coeds withheld pending collection). 

726,956,136 

1,412,304,698 

Net receivables. 

834,211,317 

88,580,485 

Inventories— at lower of cost or market . 

603,490,428 

603,116,468 

Prepaid advertising and other charges. 

32,260,093 

31,195,586 

TOTAL CURRENT ASSETS . 

1,802,881,578 

1,642,806,090 

INVESTMENTS — substantially at cost 



Unconsolidated subsidiaries 



Allstate Insurance Company ( wholly-owned ).... 

54,848,347 

54,848,347 

Sears Roebuck Acceptance Corp. (wholly-owned) . 

50,000,000 

50,000,000 

Latin American subsidiaries. 

41,229,435 

49,045,526 

Other subsidiaries. 

34,226,208 

21,334,819 

Simpsons-Sears Limited. 

20,376,550 

20,376,550 

Other investments and advances. 

21,858,839 

17,020,805 


222,539,379 

212,626,047 

PROPERTY, PLANT AND EQUIPMENT— at cost . 

713,432,337 

613,988,755 

Less accumulated depreciation. 

289,891,501 

268,702,963 


423,540,836 

345,285,792 

UNAMORTIZED DEBENTURE DISCOUNT AND EXPENSE. . 

2,893,353 

3,138,518 

TOTAL ASSETS . 

$2,451,855,146 

$2,203,856,447 


See Notes to Financial Statements, pages 23 to 34. 
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LIABILITIES AND 

SHAREOWNERS’ EQUITY 

JANUARY 31, 

1962 

JANUARY 31, 

1961 

CURRENT LIABILITIES 

Accounts payable. 

Due customers.. 

Accrued expenses. 

Federal income taxes accrued. 

Other accrued taxes. 

$ 138 , 308,357 
24 , 474,198 
88 , 751,547 
28 , 649,831 
56 , 869,947 

$ 89 , 470,855 

23 , 154,026 
84 , 187,499 
130 , 485,222 
52 , 753,363 

TOTAL CURRENT LIABILITIES. 

337 , 053,880 

380 , 050,965 

DEFERRED FEDERAL INCOME TAXES . 

178 , 450,000 


LONG-TERM DEBT 

Sinking Fund Debentures due 1983—4%%. 

(Sinking Fund payments required , commencitnj in 
1965 ) 

350 , 000,000 

350 , 000,000 

SHAREOWNERS’ EQUITY 

Common Stock—$3.00 Par Value—authorized 
100,000,000 shares, outstanding 75,571,677 shares 

and 75,386,481 shares, respectively. 

Capital in excess of par value. 

Retained earnings. 

226 , 724,031 

77 , 522,849 

1 , 282 , 104,386 

226 , 159,443 

72 , 411,734 

1 , 175 , 234,305 

TOTAL SHAREOWNERS’ EQUITY . 

1 , 586 , 351,266 

1 , 473 , 805,482 

TOTAL LIABILITIES AND SHAREOWNERS’ EQUITY. . 

$ 2 , 451 , 855,146 

$ 2 , 203 , 856,447 


Report of Certified Public Accountants 


To The Shareowners and Board of Director* of Scar*. Roebuck and Co. 

We have examined the accompanying Balance Sheet of Sear*, Roebuck and Co. and consolidated subsidiaries a* of January 31, 1962, and the re¬ 
lated Statements of Income and Retained Earning* for the liscal year then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such test* of the accounting record* and such other auditing procedure* a* we considered 
necessary in the circumstances. 

In our opinion, the financial statements referred to above present fairly the financial position of Sears, Roebuck and Co. and consolidated sub¬ 
sidiaries at January 31, 1962 and the results of their operations for the fiscal year then ended, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Chicago, Illinois, March 26, 1962 
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Touche. Ross, Bailey & Smart 
Certified Public Accountants 










































SEARS, ROEBUCK AND CO. 

AND CONSOLIDATED SUBSIDIARIES 


STATEMENT OF INCOME 


NET SALES. 

OTHER INCOME 

Dividends. 

Miscellaneous income. 

TOTAL INCOME. 

COSTS AND EXPENSES 

Cost of sales, advertising, selling, administrative and 

general expenses. 

Rents. 

Repairs and maintenance. 

Depreciation. 

Taxes (other than Federal income taxes ). 

Interest expense and discount on sold accounts. 

Contribution to The Savings and Profit Sharing Pen¬ 
sion Fund of Sears, Roebuck and Co. Employes... 

TOTAL COSTS AND EXPENSES. 

INCOME BEFORE PROVISION FOR FEDERAL INCOME TAXES 

PROVISION FOR FEDERAL INCOME TAXES. 

NET INCOME FOR THE YEAR. 

NET INCOME PER SHARE. 


NET INCOME FOR THE YEAR. 

CASH DIVIDENDS PAID TO SHAREOWNERS 

($1.50 per share and $1.50 per share, respectively) 


See Notes to Financial Statements, pages 23 to 34. 


YEAR ENDED 

JANUARY 31. 

1962 

YEAR ENDED 
JANUARY 31, 

1961 

$4,267,677,903 

$4,134,319,550 

30,001,121 

20,213,745 

27,085,006 

3,683,733 

4,317,892,769 

4,165,088,289 

3,617,192,373 
45,346,040 
26,456,632 
36,890,047 
71,060,377 
59,559,036 

3,523,994,346 

45,637,335 

25,128,483 

35,205,361 

69,383,318 

52,847,872 

46,941,388 

42,805,564 

3,903,445,893 

3,795,002,279 

414,446,876 

370,086,010 

194,350,000 

177,900,000 

$ 220,096,876 

$ 192,186,010 

$2.91 

$2.55 

1) EARNINGS 

$1,175,234,305 

$1,088,472,745 

220,096,876 

192,186,010 

1,395,331,181 

1,280,658,755 

113,226,795 

105,424,450 

$1,282,104,386 

$1,175,234,305 
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Spokane, Washington—opened .June. 1961, 



West Hartford, Connecticut —opened August, 1961. 
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SEMINARY SOUTH 


FORT WORTH, TEXAS 


The first shopping center opened by Homart Development Co., a Sears 
wholly-owned subsidiary. This 900,000 square foot development in 
Fort \\ orth, Texas contains Sears first department store in this city. 



The Cascade Fountains and steps lead¬ 
ing from lower parking lot to North Mall. 
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A view of Fountain Court in the West Mall 




The first Sears Super \ alue Drug Store 


A closeup view of Sears store 
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Phoenix, Arizona—scheduled In open May, 1962. 



lirooklyn ('.enter (suburban M innea/Hilis), Minnesota — scheduled to open May, 1962. 



Baton Rouge, Louisiana —scheduled to open October, 1962. 
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THE FINANCIAL REPORT FOR 1961 

Including Notes to the Financial Statements 


Consolidating Principles. The Company 
follows the practice of consolidating only those 
wholly-owned domestic subsidiaries engaged 
in merchandising or manufacturing activities. 
Financial comment on unconsolidated sub¬ 
sidiaries begins on page 30. 

Net Sales. Sears again set a new sales record in 
1961. Net sales of $4,267,677,903 surpassed last 
year's record $4,134,319,550 by $133,358,353 or 
3.2%. This was the seventh consecutive year 
that the Company registered a new sales high. 

Net Income. Net income for 1961. highest in 
the history of the Company, was $220,096,876 
or 14.5% above the $192,186,010 earned 
last year, and 10.8% higher than the former 
record of $198,670,983 set in 1959. Net income 
per share was $2.91 compared with $2.55 last 
year, based on shares outstanding at the close 
of each year. 


NET INCOME BY QUARTERS 



1961 


1960 


Net Income 

Per 

Share 

Net Income 

Per 

Share 

1st... 

$ 23,217,974 

$ .31 

$ 27,479.887 

$ .37 

2nd . 

52,357,741 

.69 

45,304,928 

.60 

3rd . 

52,626,204 

.70 

44,116,237 

.58 

4th .. 

91.894,957 

1.21 

75.284,958 

1.00 


$220,096,876 

$2.91 

$192,186,010 

$2.55 


IN 

MILLIONS 
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3,000 

2,000 
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NET SALES 


Dividends Received. Dividends from uncon¬ 
solidated subsidiaries and affiliates were 
$30,001,121, an increase of $2,916,115 over 
last year. This year's dividends included 
$22,417,880 from Allstate Insurance Com¬ 
pany compared with $20,026,143 last year. 
(Dividends received from Allstate Insurance 
Company over the last three years exceed the 
$~)4,848,347 which Sears has invested in that 
company.) Dividends also included $4,822,113 
from Latin American subsidiaries compared 
with $4,138,790 last year, and $985,470 from 
Simpsons-Sears Limited. 

Miscellaneous Income. The increase of 
$16,530,012 in miscellaneous income this year 
was due principally to capital gains from the 
sale of equities. Capital gains included 
$7,257,114 from the sale of 1,000,000 shares of 
DeSoto Chemical Coatings, Inc. stock, 
$4,266,670 from the sale of 265,001 shares of 
Kellwood Co. stock, and $3,370,273 from the 
sale of Sears 45% equity in Spencer Press, Inc. 

Interest Expense and Discount on Sold 
Accounts. This expense totaled $59,559,036 or 
$6,711,164 higher than last year. This increase 
was the outgrowth of selling substantially all 
installment accounts at the close of last year in 
anticipation of adopting the installment meth¬ 
od of accounting for income tax purposes. As 
a result of this special action, the average bal¬ 
ance of installment accounts sold, especially 
during the first half year, was higher than it 
would have been otherwise. 














*3 




| 

















J2 





















U 

1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 


INCOME PER SHARE 


23 

































































Taxes. The Company provided §194,350,000 
for Federal income taxes on 1961 income. 
Taxes other than Federal income taxes were 
§71,060,377, up $1,677,059 from last year. Total 
tax expense. Federal and other, amounted to 
§265,410,377 or S3.51 per share compared with 
$247,283,318 or §3.28 per share last year. 

This year, for income tax purposes, Sears 
adopted the installment method of reporting 
its income. Under the installment method, the 
tax on profits from installment sales is payable 
when the profit is realized by collection from 
customers or through the sale of accounts. As 
a result of adopting the installment method for 
income tax purposes, the Company has deferred 
payment of $178,450,000 of the Federal income 
tax provided at January 31, 1962. However, 
the Company continues to prepare its consoli¬ 
dated statements on the accrual basis wherein 
the profit on installment sales is included in 
income at the time of sale, and the provision 
for Federal income tax thereon is charged 
against income concurrently. 

Dividends to Shareowners. Dividends were 
paid at the regular 30^ quarterly rate for the 


first three quarters of 1961. In the fourth 
quarter, the regular quarterly dividend was in¬ 
creased to 35^ per share, and an extra dividend 
of 25^ was paid bringing the total dividend for 
the fiscal year 1961 to §1.50 per share. This 
was an increase of 10^ per share over dividend 
payments in the fiscal year 1960. Over the 
last five years, cash dividends per share have 
been increased fifty percent. Total dividends of 
$113,226,795 for fiscal 1961 were 51.4% of net 
income compared with $105,424,450 or 54.9% 
of net income for 1960. 

Shareowners’ Equity. Shareowners’ equity 
increased $112,545,784 to a total of $1,586,- 
351,266 in 1961. Net income retained in the 
business accounted for $106,870,081 of this in¬ 
crease; proceeds from the exercise of stock 
options accounted for $5,675,703. Return on 
year end shareowners’ equity was 13.9% com¬ 
pared with 13.0% last year. Shareowners’ 
equity (book value) per share at January 31, 
1962 was $20.99, an increase of $1.44 per share 
over last year’s equity of $19.55 per share. The 
following table indicates the changes in share- 
owners’ equity for 1961: 


SHAREOWNERS* EQUITY 



Common Stock 
$3.00 Par Value 

Capital in 
Excess of 

Par Value 

Retained 

Earnings 

Total 

Shareowners’ 

Equity 


Shares 

Amount 

Balance Jan. 31, 
1961 . 

75,386,481 

$226,159,443 

$72,411,734 

$1,175,234,305 

$1,473,805,482 

Net income for 
1961 . 

Dividends paid 
to shareowners 

Stock options 
exercised. 

188,196 

564,588 

5,111,115* 

220,096,876 

(113,226,795) 

220,096,876 

(113,226,795) 

5,675,703 

Net increase.... 

188,196 

564,588 

5,111,115 

106,870,081 

112,545,784 

Balance Jan. 31, 
1962. 

75,574.677 

$226,724,031 

$77,522,849 

$1,282,104,386 

$1,586,351,266 


* Excess of issuance price over par value of stock 
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Net W orking Capital. Net working capital, 
the excess of current assets over current liabili¬ 
ties, was $1,465,827,698 or $203,072,573 higher 
than last year’s $1,262,755,125. At year end, 
current assets were 5.35 times current liabilities 


compared with 4.32 times last year. The Source 
and Application of Working Capital Funds 
statement below summarizes the changes in net 
working capital of the Company for the years 
1961 and 1960. 


SOURCE AND APPLICATION OF WORKING CAPITAL FUNDS 


Funds Were Provided ry: 

Net income for the year . 

Add back expense items not requiring funds: 

Depreciation . 

Amortization of debenture discount and expense .... 

Federal income tax deferred . 

Proceeds from stock issued under stock option plans . 

Dispositions of property, plant and equipment (net). 


Repayment of funds advanced to Latin American subsidiaries .... 
Other decreases in investments and advances . 

Funds Were Applied to: 

Dividends paid to shareowners . 

Expenditures for property, plant and equipment . 

Purchase of properties previously leased from The Supplemental Sa 
ings and Retirement Plan of Sears. Roebuck and Co. Employes. 

Investment and loans— Homart Development Co . 

Investment in Allstate Enterprises, Inc . 

Net increase in working capital . 


Millions 


1961 

1960 

$220.1 

$192.2 

36.9 

35.2 

.2 

.2 

178.5 

— 

5.7 

4.5 

2.7 

d 

4.8 

4.6 

— 

7.7 

— 

.6 

2.0 

$457.0 

$238.9 

. $113.2 

$105.4 

56.3 

69.2 

61.6 

_ 

8.4 

.7 

14.4 

.5 

203.1 

63.1 

$457.0 

$238.9 



Sioux Falls, S.D.—opened May, 1961. 
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Brunswick, Ga. — Opened March, 


Receivables. At year end, the outstanding 
balance of customer easy payment accounts and 
revolving charge accounts was $1,634,511,326 
or 3.8% higher than at the close of last year. 
This increase resulted from a larger sales vol¬ 
ume together with a slight rise in the percent¬ 
age of credit sales to total sales from 53.4% to 
53.9%. Easy payment sales were 34.0% of 
Company sales, down slightly from last year’s 
35.0%. However, revolving charge sales rose 
to 19.9% from 18.4% last year. 


At January 31, 1962, there were 7,318,501 
easy payment accounts and 4,440,455 revolving 
charge accounts outstanding, with average bal¬ 
ances of $168 and $90, respectively. 

Allowance for collection expense and losses on 
customer accounts increased $1,858,104 dur¬ 
ing the year consistent with the increase in 
gross accounts. The year end balance of 
$124,616,701 was equal to 7.5% of customer in¬ 
stallment accounts receivable. 


KECEIV MIKES ( before deduction of accounts sold) 



January 31, 

1962 

January 31. 

1961 

Customer installment accounts receivable 

Easy payment accounts. 

Revolving charge accounts. 

. $1,232,753,438 
401,757,888 

$1,213,801,681 

361,248,172 

Other customer accounts . 

Miscellaneous accounts and notes receivable. 

1,634,511,326 

29,227,673 

22,045,155 

1,575,049,853 
25,994,742 

22,599,185 

Less allowance for collection expense and losses on 
customer accounts. 

1,685,784,154 

124,616,701 

1,623,643,780 

122,758,597 


$1,561,167,453 

$1,500,885,183 


Inventories. Merchandise inventories at 
year end were $603,490,428 compared with 
$603,116,468 last year, an increase of $373,960. 
Inventories for retail stores opened in 1961, and 
additional inventories carried for retail stores 
which were enlarged during the year amounted 
to $4,817,353 at January 31, 1962. In addition 
to inventories on hand, the Company had mer¬ 


chandise on order for future deliveries amount¬ 
ing to $689,163,000. an increase of $12,080,000 
over last year's $677,083,000. Merchandise in¬ 
ventories are valued at the lower of cost or mar¬ 
ket. Cost is determined on the first-in, first-out 
basis for individual items for mail order, pool 
stocks, and factories, and by the retail inven¬ 
tory method for retail stores. 
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PROPERTY, PLANT AND EQUIPMENT 



January 31, 

1962 

January 31, 
1961 

Land. 


$ 55,802,493 



Buildings and improvements . 


341,522,252 

126,185,892 

Less accumulated depreciation . 

. 136,324.058 


279,466,306 

215,336,360 

Furniture, fixtures and equipment . 

Less accumulated depreciation . 

. 225,317,721 

216.664,010 

142,517,071 


71,750,278 

74,146,939 

Property, plant and equipment (net). 

. $423,540,836 

$345,285,792 


Capital Expenditures. The major portion of 
expenditures for property, plant and equipment 
in 1961 continued to lie directed toward ex¬ 
panding the retail system. The following tabu¬ 
lation shows the breakdown of these expendi¬ 
tures: 


Retail. 

Mail Order. 

Other . 


1961 1960 


$43,638,241 $58,102,629 

11,663,171 8,928,326 

1,017,901 2,216,061 

$56,319,313 $69,247,016 


The above figures do not include expenditures 
by Homart Development Co., a wholly-owned 
subsidiary not consolidated. 

In addition, the Company purchased from 
The Supplemental Savings and Retirement 
Plan of Sears. Roebuck and Co. Employes, for 
$61,604,169, certain properties previously leased 
from the Plan. 


Depreciation. Depreciation of plant and 
equipment charged against 1961 operations 
was $36,890,047 compared with $35,205,361 
last year. 

On assets acquired prior to 1954. the Company 
uses an accelerated, method of depreciating re¬ 
tail store equipment, and on other plant and 
equipment items, a straight-line method based 
on shorter asset life than allowed in computing 
Federal taxable income. On new assets ac¬ 
quired in 1954 and subsequent years, the Com¬ 
pany uses the “sum-of-the-years-digits” meth¬ 
od of depreciation. On those buildings pur¬ 


chased during the year from The Supplemental 
Savings and Retirement Plan, the Company 
uses the straight-line method based on asset life 
allowed in computing Federal taxable income. 

Rentals—Long-Term leases. Minimum 
annual fixed rentals, exclusive of taxes, insur¬ 
ance and other expenses paid directly by the 
Company, under long-term leases (over three 
years) in effect at January 31, 1962. range 
from approximately $20,205,000 for 1962 to 
$5,200,000 for 1986. Subject to the right of the 
Company to make rejeclable offers, the ag¬ 
gregate minimum rental liability for the entire 
period subsequent to January 31, 1987 is 
$26,097,000. 

The Company is leasing a number of store and 
warehouse properties from various insurance 
and educational institutions and from private 
investors. Most of these leases are for maxi¬ 
mum terms ranging from 25 to 99 years with 
the right, after initial periods ranging from 25 
to 45 years, to terminate or continue at reduced 
rentals, and contain one or both of the following 
two additional types of options: 

The Company can, afler the initial period of 
years, purchase the property at the then fair value 
of the land alone. 

The Company can, on various specified dates 
(usually within the first 25 to 35 years), make a 
rejedable offer to purchase the property at speci¬ 
fied prices and, in the event the lessor does not 
accept the offer, can either terminate or continue 
the lease. 
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New Facilities. The Company opened eleven 
new stores in 1961, of which eight were replace¬ 
ments of older stores with new and larger 
buildings. In addition, two stores were enlarged 
and three small stores closed. The Company 
also increased the number of Catalog Sales 
Offices by ten, and Telephone Sales Offices by 
five. 

Retail Stores Opened in 1961 

AREAS NOT PREVIOUSLY SERVED BY SEARS (3) 

Medium Size Department Store 
Huntsville, Ala. 

Hard Lines Stores 

Evansville, Ind. Rochester, N.Y. 

{North Park Shopping (Southtown Plaza) 

Center) 

RELOCATIONS IN AREAS PREVIOUSLY 
SERVED BY SEARS (8) 

Complete Department Stores 
Shreveport, La. Spokane, Wash. 

West Hartford, Conn. 

Medium Size Department Stores 
Billings, Mont. Sioux Falls, S.D. 

Hard Lines Stores 

Burlington, Wis. Flagstaff, Ariz. 

Midland, Mich. 


TOTAL FACILITIES JANUARY 31. 1962 


Retail Stores 

Complete Department Stores .... 135 
Medium Size Department Stores . 307 

(carrying extensive assortments 
of general merchandise) 

Hard Lines Stores. 298 


(carrying major household 

appliances, hard lines, sporting 

goods amt automotive supplies) - 

740 


Mail Order Plants. 11 

Catalog Sales Offices. 957 

Telephone Sales Offices. 48 

Major Distribution Warehouses- 37* 

(for retail store groups) 

Service and Parts Centers. 43 

(supporting retail and mail order 
service operations) 


•Plus 373 other warehouses serving individual stores. 



Shreveport, La.—opened September, 1961. 
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Sinking FundDebentures, 1983—4%%. The 
indenture covering the Company’s $350,000,000 
debenture issue provides that the Company 
shall not take certain actions, including the dec¬ 
laration of cash dividends, whic h would cause 
its unencumbered assets to drop below 150% 
of liabilities, the terms “assets” and “liabili¬ 
ties" being defined in the indenture. At Janu¬ 
ary 31, 1962, unencumbered assets exceeded 
150% of liabilities by approximately 
S 1,022.000,000. The sinking fund provisions call 
for the redemption of not less than $12,000,000 
nor more than $24,000,000 of debentures on 
February 1 in each of the years 1965 through 
1970 and of not less than $16,000,000 nor more 
than $32,000,000 in each of the years 1971 
through 1983. 

Employes’ Profit Sharing Pension Fund. 

The Company contributed $46,941,388 in 1961 
to The Savings and Profit Sharing Pension 
Fund of Sears. Roebuck and Co. Employes. On 
December 31, 1961, the close of the Fund’s fis¬ 
cal year, the Fund had 150,043 members and 
owned 19,750,813 shares or 26.1% of the out¬ 


standing stock of Sears, Roebuck and Co. This 
stock had a market value of $1,765,228,912. 
representing 83.6% of the total Fund value of 
$2,110,697,285 at that date. 

Employes’ Stock Options. During the year a 
committee composed of members of the Board 
of Directors, not eligible for options, granted 
stock option contracts to certain employes and 
officers under Employes’ Stock Plans V and VII 
previously approved by shareowners. The op¬ 
tion price on all contracts granted this year, set 
at 100% of the opening market price of the 
Company stock on the date of grant, was 
$58.75. Under Plan V contracts were issued to 
103 employes for 19,000 shares, and under Plan 
VII to 2,282 employes, including 15 officers, for 
442,860 shares. These contracts have a term of 
approximately ten years and are exercisable in 
five annual and cumulative installments begin¬ 
ning approximately one year from date of 
grant. 

The tabulation below summarizes the option 
transactions for 1961: 


EMPLOYES’ STOCK OPTIONS 



PLAN V 

PLAN VII 


Shares issuable 
under outstanding 
options 

Unoptioned 
shares available 
for granting 

Shares issuable 
under outstanding 
options 

Unoptioned 
shares available 
for granting 

Balance January 31 , 1961 - 

115,396 

19,017 

453,265 

438,470 

Options cancelled. 

— 

— 

( 16 , 485 ) 

16,485 

Options granted . 

19,000 

( 19 , 000 ) 

442,860 

( 442 , 860 ) 

Options exercised. 

( 68 , 695 ) 

— 

( 119 , 501 ) 

— 

Unoptioned shares at expira¬ 
tion date (April 30, 1961 ) . 

— 

( 17 ) 

— 

— 

Balance January 31 , 1962 ... 

65,701 

— 

760,139 

12,095 
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UNCONSOLIDATED SUBSIDIARIES AND AFFILIATES 


Equity in Unconsolidated Subsidiaries and 
Affiliates. Sears investment in unconsolidated 
subsidiaries and affiliates amounted to 
$207,086,346 at year end. {An affiliate is a com¬ 
pany in which Sears owns 50% or ^ ess °f out¬ 
standing common slock.) Consolidated income 
includes the Company’s equity in net income of 
unconsolidated subsidiaries and affiliates only 
to the extent that dividends are received from 
these companies. Such dividends in 1961 
amounted to $30,001,121. 

fhe Company's equity in 1961 net income not 


distributed by unconsolidated subsidiaries and 
affiliates (net income less dividends paid) was 
$32,879,386 or 11c per share of Sears stock, the 
same per share as last year. This equity of Mi 
added to consolidated net income of $2.91 per 
share resulted in a combined net income of $3.35 
per share compared with $2.99 per share last 
year. The amount of prior years" equity in un¬ 
distributed net income of these subsidiaries and 
affiliates which was included in the capital gams 
portion of 1961 consolidated income, resulting 
from the sale of stock in some of these com¬ 
panies, was not significant. 


EQUITY IN UNCONSOLIDATED SUBSIDIAIIIES AND AFFILIATES 



For Year Ended 
January 31, 1962 


January 31, 1962 


Sears Equity In 
Undistributed Net 
Income 


Investment on 
Sears Books 

Sears Equity in 
Net Assets 

Excess of 
Equity over 
Investment 


Amount 

Per Share 




Allstate Insurance 







Company (a). 

$27,074,127 


$.36 

$ 54,848,347 

$299,203,601 

$244,355,254 

Sears Roebuck Ac- 







ceptance Corp.... 

3,897,985 


.05 

50,000,000 

67,602,511 

17,602,511 

Latin American 







subsidiaries . 

(1,935,700) (6) 


(.02) 

41,229,435 

58,756,236 

17,526,801 

Simpsons-Sears 
Limited. 

1,420,314(6) 


.02 

20,376,550 

31,869,694 

11,493,144 

Other subsidiaries 


and affiliates. 

2,422,660 


.03 

40,632,014 

71,398,923 

30,766,909 


$32,879,386 

$.44 

$207,086,346 

$528,830,965 

$321,744,619 


(а) The riel income and net assets of Allstate Insurance Company hope been determined as prescribed by the 

Insurance Department of the State of Illinois. Such net income includes $6,387,800 of gains on investment 

securities paid as a dividend to Sears, Roebuck and Co. at fair market values and such net assets include 

. investment slocks at market values which are $109,053,780 in excess of cost. 

(б) After deducting translation losses. A translation loss occurs to the extent that the dollar value of Ihe net current 

assets of a foreign company has declined because of a year to year change in the rate of exchange. 

Equity in the undistributed net income of foreign subsidiaries was calculated on the basis of current rates of ex¬ 
change. In determining equity in net assets of foreign subsidiaries, net current assets were translated at year end 
exchange rates and other assets at the exchange rates on the dales of acquisition. 
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Allstate Insurance Company. A separate 
report on Allstate Insurance Company is pre¬ 
sented starting on page six. Its statements are 
shown on pages 36 and 37. 

Sears Roebuck Acceptance Corp. This 
wholly-owned subsidiary completed its fifth full 
fiscal year on January 31, 1962. Net income 
after taxes amounted to $3,897,985 compared 
with $4,607,128 a year ago, a decrease of 15.4%. 
The decline in earnings reflected a lower return 
on investment in the installment contracts of 
Sears, Roebuck and Co., brought about by the 
lower interest rates that generally prevailed 
during 1961. However, fixed charges were ade¬ 
quately covered 1.57 times. As in previous 
years, all earnings were retained in the business. 

Installment contracts owned on January 
31, 1962 were $707,775,410 compared with 
$499,433,989 last year, an increase of 41.7%. 
The average balance of installment contracts 
ow ned during 1961 was $477,588,000. 

Short term notes continued to be an important 
source of funds. The average daily balance 
of outstanding notes during the year was 
$299,034,017, up 32.9% from last year’s 
$224,951,431. On January 31. 1962 these bor¬ 
rowings amounted to $453,937,000. 


Lines of credit extended by 613 banks to eit her 
Sears Roebuck Acceptance Corp. or Sears, 
Roebuck and Co. amounted to $619,930,000 
at year end. Credit lines in use by the Ac¬ 
ceptance Corp. at that time totaled $15,000,000 
from 212 banks. 

The balance sheet of Sears Roebuck Accept¬ 
ance Corp. is shown on page 35 of this report. 

Latin American Subsidiaries, Mexico and 
South America. Sales of foreign subsidiaries 
in Mexico and South \merira translated into 
dollars were $87,887,866 for the fiscal year 1961, 
a decrease of 7.5% from last year. However, in 
terms of local currencies all Latin American 
companies showed sales increases except the 
Mexican corporation which had a slight 
decrease of .2%. Net income was $7,535,509 
(Ijefore translation losses), 11.1% lower than 
the comparable ligure for last year. 

The Company’s equity in the net income of 
these subsidiaries (before translation losses) 
was $6,891,369. Dividends paid to Sears 
amounted to $4,822,113 compared with 
$4,138,790 last year. Because of the decline in 
value of the Rra/.ilian, Colombian and Vene¬ 
zuelan currencies in 1961, the Company’s eq¬ 
uity in its Latin American subsidiaries has been 


LATIN AMERICAN SUBSIDI ARIES (in millions) 


Corporation 

Sales 

Percent 

Increase 

(Decrease) 

Sales* 

Percent 

Increase 

(Decrease) 

Net 

Income* 

Percent of 
Ownership 
January 31, 1962 

Brazilian. 

4,359.5 cruzeiros 

34.7%. 

$15.3 

(8.9)% 

$1.2 

100% 

Colombian. 

89.0 pesos 

7.3 

10.5 

(12.0) 

.4 

100 

Mexican. 

403.1 pesos 

(.2) 

32.3 

(.2) 

1.8 

80 

Peruvian. 

207.2 soles 

11.5 

7.7 

12.9 

.8 

100 

Venezuelan.... 

91.2 b4)livars 

.2 

22.1 

(18.5) 

2.1 

87 

Panamanian 
finance co.... 

— 

— 

— 


1.2 

100 




$87.9 


$7.5 



•Translated at current rates of exchange. Net income stated before translation losses. 
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reduced by a translation loss of $4,004,956 at 
year end. Under conservative accounting prac¬ 
tice, such a translation loss is treated by Sears 
as a reduction of the net income of the sub¬ 
sidiary for the year in which it occurs. The 
dividends paid to Sears exceeded the net in¬ 
come after translation losses by $1,935,700. 
While a translation loss reduces the equity 
of the Company in the affected subsidiary 
in terms of dollars, it does not affect the con¬ 
duct of the business by the subsidiary or the 
value of the subsidiary’s assets in terms of 
local currency. 


At year end, the Latin American subsidiaries 
operated 42 stores and 12 sales offices. 

The Company’s investment in its Mexican and 
South American subsidiaries was $41,229,435 at 
January 31, 1962, a net decrease of $7,816,091 
for the year. This decrease resulted principally 
from the repayment of funds previously ad¬ 
vanced by the Company. The value of this 
investment on the books of the subsidiaries 
translated into dollars was $58,756,236 after 
providing $6,768,149 in reserves for install¬ 
ment accounts and other contingencies. 


EQUITY IN LATIN AMERICAN SUBSIDIARIES 


FOR YEAR ENDED 
JANUARY 31, 1962 

JANUARY 31, 1962 


Sears Equity 
in Undistrib¬ 
uted Net 

Corporation Income* 

Dividends 

to 

Sears 

Investment 
on Sears 
Books 

Sears 

Equity in 

Net Assets 

Excess of 
Equity Over 
Investment 

Total 
Dividends 
to Date 

Brazilian... $(1,625,874) 

$1,000,000 

$13,382,644 

$13,613,369 

$ 230,725 

$ 3,647,554 

Colombian. (483,414) 

— 

10,569,836 

10,812,881 

243,045 

— 

Mexican . .. 62,342 

1,391,002 

3,404,795 

8,792,484 

5,387,689 

7,463,152 

Peruvian... 304,437 

539,000 

1,989,824 

2,874,570 

884,746 

1,322,874 

Venezuelan. (1,352,666) 

1,892,111 

3,017,336 

11,010,916 

7,993,580 

7,091,204 

Panamanian 

finance co. 1,159,475 

— 

8,865,000 

11,652,016 

2,787,016 

— 

Total.. $(1,935,700) 

$4,822,113 

$41,229,435 

$58,756,236 

$17,526,801 

$19,524,784 


* After deducting translation losses. 

Equity in the undistributed net income teas calculated on the basis of current rates of exchange. In determining 
equity in net assets, net current assets were translated at year end exchange rates and other assets at the exchange 
rates on the dates of acquisition. 


Central American and Puerto Rican Sub¬ 
sidiaries (included in Sears consolidated fig¬ 
ures). Sears Roebuck, S. A. is a Delaware 
Corporation operating stores in Costa Rica, El 
Salvador, and Panama under Western Hemi¬ 
sphere Trade Corporation rules. Sales and net 
income for 1961. which are included in the Com¬ 
pany’s consolidated figures, increased 25.2% 
and 40.7%, respectively, over last year. 

Sears, Roebuck de Puerto Rico, Inc. is a Dela¬ 
ware Corporation of the United States Posses¬ 


sions type operating five stores in Puerto Rico 
and one store in St. Thomas, Virgin Islands. 
Its sales and net income, which are likewise 
included in the Company’s consolidated fig¬ 
ures, increased 4.8% and 64.8%, respectively, 
over last year. 

Puerto Rican stores offer appliances and some 
hard lines merchandise, plus catalog order fa¬ 
cilities. Construction is under way in San Juan 
on a full size department store which is sched¬ 
uled to open late in 1962. 
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San Juan , Puerto Pico—Scheduled lo open in Fall of 1962. 


Simpsons-Scars Limited (Canada). Net 
sales and earnings of this alliliate were higher 
in 1%1 than I960. Net sales rose 6.3% while 
earnings were up 7.2%. 

Simpsons-Sears paid a dividend of $985,470 
(U.S.) to Sears, Roebuck and Co. in 1961. 

Sears equity of 45.6% (50% of the voting 
stock) in the undistributed earnings of this 
company was $1,120.31 I (l .S.) after deducting 
a translation loss, for accounting purposes only, 
of $496,900 due to the decline in value of the 
Canadian dollar during the year. Kquity in the 


net assets of Simpsons-Sears at year end was 
$31,869,694 (U.S.) or $11,493,144 more than 
the $20,376,550 investment on Sears books. 

During the year, Simpsons-Sears opened two 
small stores selling limited lines of merchandise, 
and closed one similar type store. At the close 
of its fiscal year, Simpsons-Sears operated 13 
retail stores, 4 mail order plants, and 333 
catalog sales offices. 

Following is a condensed statement of earnings 
in Canadian dollars for the fiscal year 1961 
compared with 1960: 


SIMI'SONS-SKAKS LIMITED. STATEMENT OK EARN!N<IS (Canadian dollars) 



FISCAL YEAR 


1961 

I960 


$248,963,639 

$234,102,335 

973,285 

Other income. 

. 1,049,671 

Deduct cost of merchandise sold and expenses. 

250,013,310 

. 237,318,485 

235,075,620 

223,274,807 




12,694,825 

11,800,813 

5,650,000 

Provision for income taxes . 

. 6,100,000 

Net earnings for the fiscal year . 

. $ 6,594,825 

$ 6,150,813 
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Manufacturing Subsidiaries and Affiliates. 
In addition to the two wholly-owned manufac¬ 
turing companies which are included in the 
consolidated figures. Sears has investments in 
23 subsidiary and affiliated manufacturing com¬ 
panies carried on its books at $21,228,565 at 
January 31, 1962. Equity in the net assets of 
Ihese companies was $53,044,273. Dividends 
received in 1961 amounted to $1,703,935. 

During the year, 14 affiliated companies and 
one majority-owned subsidiary were consoli¬ 
dated into the Kellwood Company. Sears re¬ 
ceived 532,689 shares of Kellwood Company 
stock in exchange for its holdings in these 
companies. Sears sold 265,001 of these shares, 
reducing its equity in Kellwood Company 
from 12.6% to 21.4%. 

In addition, Sears sold its 45% equity in Spen¬ 
cer Press. Inc., and also sold 1,000,000 shares of 
DeSoto Chemical Coatings, Inc. stock. At year 
end, theCompany’sequity in DeSoto was 52.9%. 


Homart Development Co. This wholly- 
owned subsidiary was formed to develop shop¬ 
ping centers in which Sears will have the domi¬ 
nant store. During the year, the Company in¬ 
creased its capital investment in Homart from 
$2,475,000 to $4,500,000. In addition, Sears 
loaned Homart $6,382,139 to assist in financ¬ 
ing the construction costs of Ilomart’s first 
shopping center. This center, located in Fort 
Worth, Texas, opened in March, 1962. Plans 
are under way for the development of shopping 
centers in three other locations. To finance its 
shopping centers, Homart will eventually add 
long-term borrowings to supplement the capi¬ 
tal provided by Sears. 

Allstate Enterprises, Inc. The Company 
made a capital contribution of $14,403,450 to 
this wholly-owned subsidiary in 1961. Total 
investment at year end was $14,903,450. Since 
its operations are in the early stages of develop¬ 
ment which are normally burdened with heavy 
initial costs, no profit was generated. 



The Allstate Motor Club was launched by Allstate Enterprises, Inc. in May, 1961. Allstate Tours followed 
and is featured in thirteen colorful pages of the 1962 Sears Spring and Summer Catalog. 
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SEARS ROEBUCK ACCEPTANCE CORP 


BALANCE 




JANUARY 31, 

JANUARY 31, 

ASSETS 

1962 

1961 

CURRENT ASSETS 

Customer installment contracts purchased from 
Sears, Roebuck and Co. 

$707,775,410 

$499,433,989 

Less portion of purchase price withheld pending 
collection (including allowances for uncollect¬ 
ible accounts of $7,077,754 at January 31, 
1962 and $4,994,340 at January 31. 1961).... 

79,421,851 

51,229,856 


628,353,559 

448,204,133 

Cash. 

2,341,040 

3,045,064 

U. S. Treasury bills, at cost plus accrued interest. 

18,523,152 

4,982,188 

Receivable from Parent Company. 

14,216,245 

468,119 

Prepaid interest. 

1,385,182 

1,492,756 

TOTAL CURRENT ASSETS . 

664,819,178 

458,192,260 

FURNITURE AND EQUIPMENT, at cost less accumulated 
depreciation. 

12,520 

12,869 

UN AMORTIZED DEBENTURE DISCOUNT AND EXPENSE.. 

1,627,495 

1,749,214 

UNAMORTIZED ORGANIZATION EXPENSE . 

— 

6,156 


$666,459,193 

$459,960,499 

LIABILITIES AND SHAREOWNER’S EQUITY 



CURRENT LIABILITIES 



Notes payable. 

$468,937,000 

$265,432,000 

Accrued interest and other liabilities. 

2,098,763 

2,397,951 

Federal income taxes. 

2,820,919 

3,426,022 

TOTAL CURRENT LIABILITIES . 

473,856,682 

271,255,973 

LONG-TERM LIABILITIES 



4/4}% Debentures, due 1972. 

50,000,000 

50,000,000 

5% Debentures, due 1982. 

50,000,000 

50,000,000 

1 / 4 }% Subordinated Debentures, due 1977 . 

25,000,000 

25,000,000 


125,000,000 

125,000,000 

SH A R EOWNER S EQU ITY 

Capital stock, par value $100 per share, authorized 
500,000 shares, issued and outstanding 350,000 
shares. 

35,000,000 

35,000,000 

Capital in excess of par value. 

15,000,000 

15,000,000 

Retained earnings. 

17,602,511 

13,704,526 


67,602,511 

63,704,526 


$666,459,193 

$459,960,499 

Pcport of Certified Public Accountants 

To the Board of Directors of Sears Roebuck Acceptance Corp. 




We have examined the accompanying Balance Sheet of Sears Roebuck Acceptance Corp. as of January 31. 1902. Our examination was made 
in accordance with generally accepted auditing standards, and accordingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

In our opinion, the Balance Sheet referred to above presents fairly the financial position of Sears Roebuck Acceptance Corp. ut January 31, 
1962, iu conformity with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 

Touche. Ross. Bailey & Smart, 

Chicago, Illinois, March 26, 1962 Certified Public Accountants 
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ALLSTATE INSURANCE COMPANY 

AND CONSOLIDATED SUBSIDIARIES 


BALANCE SHEET 



DECEMBER 31, 

DECEMBER 31, 

ADMITTED ASSETS 

1961 

1960 

Investments 



U.S. Government securities. 

$ 33,832,241 

$ 22 , 519,985 

State and municipal bonds. 

425,110,661 

380 , 787,977 

Other bonds. 

18,797,973 

15 , 968,106 

Preferred stocks. 

44,065,807 

38 , 483,202 

Common stocks. 

248,047,376 

165 , 115,466 

Capital stock of unconsolidated life insurance and 
foreign subsidiaries {wholly-owned) . 



7,788,018 

7 , 012,005 

Heal estate. 

26,041,517 

24 , 081,714 

TOTAL INVESTMENTS. 

803,683,593 

653 , 968,455 

Cash. 

12,761,676 

13 , 530,025 

Premium installments receivable. 

90,346,710 

87 , 853,256 

Accrued interest. 

5,689,321 

5 , 075,074 

Other assets. 

10,174,913 

6 , 985,107 

TOTAL ADMITTED ASSETS . 

$922,656,213 

$ 767 , 411,917 

LIABILITIES AND CAPITAL 

Liabilities 



Reserve for claims and claims expense. 

$325,085,628 

$ 262 , 876,792 

Unearned premiums. 

259,034,.353 

243 , 026,802 

Income taxes. 

10,172,342 

7 , 918,146 

Other taxes. 

11,131,714 

10 , 662,245 

Other liabilities. 

18,028,575 

17 , 186,757 

TOTAL LIABILITIES . 

623,452,612 

541 , 670,742 

Capital 



Capital stock, par value. 

3,000,000 

3 , 000,000 

Additional capital paid in. 

51,600,245 

51 , 600,245 

Unrealized gain on stocks. 

109,053,780 

62 , 853,777 

Retained earnings. 

135,549,576 

108 , 287,153 

TOTAL CAPITA I . 

299,203,601 

225 , 741,175 

TOTAL LIABILITIES AND CAPITAL . 

$922,656,213 

$ 767 , 411,917 


Ilmi.In arr slatrri at umorlirrd coal, preferred ami common Mocka arc Mated at market value, 
ami Mocks of unconsolidated subsidiaries arc Mated at underlying net a unci value, all as pre¬ 
scribed by the National Association of Insurance Commissioners. 


To The Hoard of Directors of Scars, Roebuck and Co. 

We have examined the accompanying Halance Sheet of Allstate Insurance Company and consolidated subsidiaries as of Dceember 31, 1961. und 
the related Statements of Income and Capital for the year then ended. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting records and such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the financial statements referred to above present fairly the linancial position of Allstate Insurance Company and consolidated 
subsidiaries at December 31, 1961. and the consolidated results of their operations for the year then ended, in conformity with accounting prin¬ 
ciples und classifications prescribed by the Insurance Department of the State of Illinois and applied on a basis consistent with that of the pre¬ 
ceding year. 

Touche, Ross, Bailey & Smart 
Certified Public Accountants 


Chicago, Illinois 
February 27, 1962 
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ALLSTATE INSURANCE COMPANY 

AND CONSOLIDATED SUBSIDIARIES 


STATEMENT OF INCOME 


NET PREMIUMS WRITTEN. 

PREMIUMS EARNED 

{after dividends on participating policies) . 

UNDERWRITING CHARGES 

Claims and claims expense. 

Sales, policy issuance and service, administration, and 

other expenses. 

Premium and other taxes and fees (. excluding income 
taxes) . 

TOTAL UNDERWRITING CHARGES. 

NET UNDERW RITING INCOME. 

INVESTMENT INCOME 

Interest, dividends, and net real estate income. 

Net gain from sales of investments. 


Investment expenses. 

NET INVESTMENT INCOME. 

INCOME BEFORE INCOME TAXES 
PROVISION FOR INCOME TAXES . 
NET INCOME. 


YEAR ENDED 
DECEMBER 31, 
1961 


$ 532 , 524,448 


$ 514 , 637,044 

345 , 530,227 

127 , 207,458 

16 , 606 , 614 
489 , 344,299 
~ 25 , 292.745 

24 , 627,410 

16 , 455,826 

41 , 083,236 
1 , 383,974 

' 39 , 699,262 

64 , 992,007 

15 , 500,000 

$ 49 , 492,007 


STATEMENT OF CAPITAL 


(Surplus for Protection of Policyholders) 


BALANCE BEGINNING OF YEAR. 

NET INCOME. 

UNREALIZED APPRECIATION IN MARKET VALUE OF STOCKS 
NET CHANGES IN OTHER ASSET VALUES. 

DIVIDENDS PAID TO SEARS, ROEBUCK AND CO. 


$ 225 , 741,175 
49 , 492,007 
46 , 200,003 
188,296 
321 , 621,481 
22 , 417,880 


BALANCE END OF YEAR 


$ 299 , 203,601 


YEAR ENDED 
DECEMBER 31, 
1960 


$ 502 , 347,615 

$ 476 , 332,410 

313 , 180,324 

118 , 122,018 

15 , 805,127 

447 , 107,469 

29 , 224,941 


22 , 380,653 

5 , 359,205 

27 , 739,858 

746,907 

26 , 992,951 

56 , 217,892 

16 , 100,000 

$ 40 , 117,892 


$ 199 , 018,902 

40 , 117,892 

8 , 069,270 

( 1 , 438 , 746 ) 

245 , 767,318 

20 , 026,143 

$ 225 , 741,175 
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TEN YEAR SUMMARY 





1961 

I960 

1959 

CONSOLIDATED RESULTS (in millions) 




Net sales. 

$4,267.7 

$4,134.3 

$4,036.2 

Income before Federal income taxes. 

414.4 

370.1 

403.2 

Provision for Federal income taxes. 

194.3 

177.9 

204.5 

Net income after taxes. 

220.1 

192.2 

198.7 

Dividends paid to shareowners . 

113.2 

105.4 

105.3 

Depreciation . 

36.9 

35.2 

31.5 

Taxes—other than Federal income. 

71.1 

69.4 

62.0 

Contribution to the Employes’ Profit Sharing Pension Fund 

46.9 

42.8 

46.0 

CONSOLIDATED YEAR END POSITION (in millions) 




Easy payment and revolving charge accounts outstanding 




{before allowances ami deduction of accounts sold ). 

1,634.5 

1,575.0 

1,439.2 

Inventories. 

603.5 

603.1 

605.6 

Merchandise on order. 

689.2 

677.1 

657.4 

Net working capital. 

1,465.8 

1,262.8 

1,199.7 

Property, plant and equipment (net) . 

423.5 

345.3 

316.1 

Long-term debt. 

350.0 

350.0 

350.0 

Shareowners’ equity (book value ). 

1,586.4 

1,473.8 

1,382.6 

UNCONSOLIDATED SUBSIDIARIES AND AFFILIATES (in millions) 




Dividends paid to Sears. 

30.0 

27.1 

22.6 

Sears equity in undistributed net income. 

32.9 

33.4 

30.8 

Excess of Sears equity in net assets over investment on Sears 




hooks. 

321.7 

240.9 

205.5 

PER SHAKE OF COMMON STOCK (in dollars) 




Consolidated net income. 

2.91 

2.55 

2.64 

Sears equity in undistributed net income of unconsolidated 





.44 

.44 

.41 

Combined net income . 

3.35 

2.99 

3.05 

Dividends paid to shareowners. 

1.50 

1.40 

1.40 

Shareowners’ equity (Itook value) . 

20.99 

19.55 

18.38 

MISCELLANEOUS DATA 




Shareowners**. 

159,551 

156,257 

152,623 

Retail stores (excluding 51 foreign stores) . 

740 

740 

734 

Mail order plants. 

11 

11 

11 

Catalog sales offices . 

957 

947 

913 

Employes’ Profit Sharing Pension Fund: (as of Dec. ill) 




Members. 

150,043 

150,005 

144,049 

Market value of fund (in millions) . 

$ 2 , 110.7 

$1,429.3 

$1,322.3 

*Plus 1% stock dividend. 




**As of latest dividend record date. Ernfiloyes' Profit Sharing Pension 




Fund counted as a single shareowner. 
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SEARS, ROEBUCK AND CO . AND CONSOLIDATED SUBSIDIARIES 


1958 

1957 

1956 

1955 

1954 

1953 

1952 

$3,721.3 

$3,600.9 

$3,555.7 

$3,306.8 

$2,965.4 

$2,981.9 

$2,932.3 

337.4 

333.3 

343.3 

334.7 

290.8 

271.8 

276.1 

171.6 

172.2 

178.5 

175.9 

149.5 

153.9 

165.9 

165.8 • 

161.1 

164.8 

158.8 

141.3 

117.9 

110.2 

90.1 

82.4 

74.0* 

73.0* 

72.7 

66.5 

65.3 

27.4 

24.9 

22.3 

25.5 

23.6 

21.4 

22.6 

51.0 

48.6 

47.4 

42.7 

37.2 

36.5 

34.8 

37.9 

36.1 

36.3 

38.1 

33.7 

30.7 

31.5 

1,226.9 

1,119.8 

1,039.1 

902.6 

790.7 

759.0 

669.6 

562.5 

510.6 

533.3 

513.4 

456.6 

419.0 

452.3 

612.0 

519.9 

543.7 

505.4 

445.2 

396.2 

441.9 

1,136.2 

777.2 

743.6 

938.7 

857.7 

790.4 

735.2 

283.4 

272.3 

243.7 

210.4 

211.9 

211.1 

214.1 

350.0 

— 

— 

200.0 

200.0 

200.0 

200.0 

1,286.2 

1,209.2 

1,127.7 

1,032.7 

941.4 

869.2 

815.7 

19.3 

5.5 

4.3 

4.1 

4.3 

2.9 

3.1 

16.1 

16.9 

14.7 

21.4 

17.5 

17.2 

14.3 

165.9 

113.4 

107.5 

93.7 

72.6 

60.1 

55.7 

2.21 

2.15 

2.20. 

2.13 

1.90 

1.59 

1.49 

.21 

.23 

.20 

.29 

.21 

.23 

.19 

2.42 

2.38 

2.40 

2.42 

2.11 

1.82 

1.68 

1.20 

1.10 

1.00* 

1.00* 

1.00 

.92 

.92 

17.12 

16.11 

15.06 

13.83 

12.67 

11.73 

11.03 

146,331 

141,957 

126,389 

102,984 

96,834 

96,735 

94,351 

728 

724 

717 

707 

699 

694 

684 

11 

11 

11 

11 

11 

11 

11 

849 

815 

772 

694 

609 

570 

546 

139,967 

135,895 

129,646 

125,299 

123,740 

120,558 

114,663 

$1,062.2 

$704.1 

$737.9 

$860.2 

$635.0 

$501.4 

$456.2 
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CHARLES H. KELLSTADT, Chairman of the Board 

CROW DUS RAKER 

JAMES M. BARKER 
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AUSTIN T. CUSHMAN 
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GEORGE II. STRUTHERS 
ARTHUR M. WOOD 

FINANCE COMMITTEE 

CROWDUS BAKER, Chairman 
JAMES M. BARKER 
CALVIN FENTRESS, JR. 
THEODORE V. HOUSER 
CHARLES II. KELLSTADT 
HOMER J. LIVINGSTON 
ARTHUR M. WOOD 


SALARY AMI SUPPLEMENTAL 
CO M P EN SAT ION CO MMITTEE 

HOMER J. LIVINGSTON, Chairman 
LOU R. CRANDALL 
J. ROSCOE MILLER 
RUSSELL B. STEARNS 
EDGAR B. STERN. JR. 

COMMITTEE ON All UTS 

RUSSELL B. STEARNS, Chairman 
JAMES M. BARKER 
HERBERT F. MURPHY 
JULIUS ROSENWALD, II 

NOMINATING ANO PROXY COMMITTEE 

CHARLES II. KELLSTADT, Chairman 
CROW DUS BAKER 
LOU R. CRANDALL 
fowler b. McConnell* 

ROBERT V.. WOOD 
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FOWLER B. McCON NELI.*, Chairman 
JAMES M. BARKER 
EDWARD P. BROOKS 
CHARLES II. KELLSTADT 
DAVID M. KENNEDY 
J. ROSCOE MILLER 
STANLEY D. NOBLE 


* deceased December 27, 1961. 
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